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1CC Fashington, D. C.

I have enclosed an original and one copy of a document to be
recorded pursuant to Section 11303 of Title 49 of the United

This document is a Mortgage and Security Agreement,

The names and addresses of the parties to the document are

as follows:
Al

1. Mortgagor:

B-Four,

Highway #862
Madisonville, KY 42431

2. Mortgagee:

First National Bank of Louisville
101 South Fifth Street
Louisville, KY 40202
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The description of the equipment covered by the document is

as follows:

Three {3) General Motors switching
locomotives, each of 1200 horsepower and
bearing serial nos. 1246, 1249 and 1250.

Including all attachments, accessories,

accessions and improvements to the above
described three (3) locomotives.

* A PROFFSSIONAL SERVICE ¢ ORPORATION

*=ADMITTED IN FLORIDA

< ADMITTED IN FLORIDA AND KLNTUCRY

ALL OTHERS ADMITTED IN KLNTUCA®
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GREENEBAUM
DOLL & MCDONALD

Secretary, Interstate Commerce Commission
October 22, 1986

A check for the recording fee of $50 is enclosed. Please
return the original and any extra copies not required by
Commission for recordation.

A short summary of the document to appear in the index
follows:

A Mortgage and Security Agreement between B-Four, Inc.,
Madisonville, Kentucky as Mortgagor and First National Bank

of Louisville as Mortgagee, covering three General Motors
Switching Locomotives.

Very truly yours,

GAC/keh
Enclosures
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MORTGAGE AND SECURITY AGREEME!W.’

into as of the day o {1986, by and between
(i) B-FOUR, INC./{"B-Four"), a’Kentucky corporation with its
principal office and place of business at Madisonville,
Kentucky and whose address is Highway #862, Madisonville,
Kentucky 42431, and (ii) FIRST NATIONAL BANK OF LOUISVILLE
("Bank™), a national banking association having its principal
place of business, post office and residence at 101 South
Fifth Street, Louisville, Jefferson County, Kentucky 40202,

THIS MORTGAGE %HD SECURLEY AGREE Q;!NT i made and entered

IT IS HEREBY AGREED BY THE PARTIES AS FOLLOWS:

1. For good and sufficient value received, B-Four
hereby pledges, mortgages, assigns, transfers and grants a
security interest in all the following collateral (the "Col-
lateral”) to the Bank, to-wit:

Three (3) General Motors Switching Locomo-
tives, each of 1200 horsepower and bearing
serial numbers 1246, 1249 and 1250.

Including all attachments, accessories,
accessions and improvements to the above-
described three (3) locomotives.

2, (a) This Mortgage and Security Agreement is made
and granted by B-Four to the Bank in order to secure the
full and punctual payment to the Bank of:

(i) That certain Term Loan Promissory

Note of even date herewith (the "Term
Note"), made by Charolais Corporation, a
Kentucky corporation with principal office
and place of business in Madisonville,
Kentucky ("Charolais"™), payable to the

order of the Bank, and in the face principal
amount of Four Million Dollars
($4,000,000.00); (ii) that certain
Revolving Credit Promissory Note of even
date herewith (the "Revolving Credit

Note") made by Charolais, payable to the
order of the Bank, and in the face princi-
pal amount of Six Million Dollars
($6,000,000.00); (iii) that certain Term
Loan Promissory Note of even date herewith
(the "Bowles Note") made by Betty J. Bowles,
payable to the order of Bank, and in the
face principal amount of One Million



Five Hundred Thirty-Three Thousand
Dollars ($1,533,000.00) {(the Term Note,
the Revolving Credit Note and the Bowles
Note are herein-after collectively
referred to as the "Notes"); and (iv)
all other indebtedness, obligations and
liabilities of whatever kind of B-Four,
Charolais, Donald E. Bowles or Betty

J. Bowles to the Bank, whether created
directly or acquired by the Bank by
assignment or otherwise, whether now
existing or hereafter created or
arising, absolute or contingent, joint
or several, due or to become due,
including but not limited to, all future
loans and advances made by the Bank to
the foregoing named corporations and
individuals.

(b) The maturity date of (i) the Term Note is
March 31, 1988, (ii) the Revolving Credit Note is October
31, 1987 and (iii) the Bowles Note is March 31, 1989.

(c) The Notes have all been made and issued in
accordance with certain Loan Agreements by and among the
parties hereto and certain other parties (hereinafter
referred to as the "Loan Agreements").

3. B-Four hereby warrants and represents to the Bank
that:

(a) B-Four is a duly organized and validly
existing corporation, in good standing, under the laws of
Kentucky and is duly qualified to transact business in all
other jurisdictions where its business and applicable law so
require. .

{b) B-Four has title to the Collateral free and
clear of all liens, encumbrances and security interests,
except the lien and security interest granted to the Bank by
this Mortgage and Security Agreement and the lien of any ad
valorem or property taxes which are not yet due and payable.

(c) B-Four has the right and power to obtain and
obligate itself on the loans represented by the Notes and to
enter into and perform its obligations under this Mortgage
and Security Agreement; and the execution and delivery of
the Notes and this instrument do not violate any provision
of the Articles of Incorporation or By-Laws of B-Four, or
any term or condition of any material contract, indenture or
agreement to which B-Four is a party.



(d) The acquisition of the Collateral, the loans
evidenced by the Notes and the execution and delivery of
this instrument have all been duly and fully authorized by
B-Four and all other necessary parties, and the Notes and
this instrument when duly executed and delivered will
constitute valid, binding and enforceable obligations of B-
Four.

4. B-Four hereby covenants and agrees with the Bank
that B-Four will:

(a) Not use or operate, nor will B-Four authorize
or permit its lessees or other persons to use or operate,
any of the Collateral outside of the forty-eight contiguous
states of the United States. Should any of the Collateral
ever be used in, leased in, or its use permitted in Canada
(or any province or territory thereof) or in Mexico (or in
any state of the Federal District thereof), B-Four shall
immediately notify Bank and take all necessary action to
protect the right, title and interest of the Bank in the
Collateral and will furnish the Bank with an opinion of
Canadian or Mexican counsel, as the case may be,
satisfactory to the Bank to the effect that the action taken
by B-Four is all that is necessary to protect fully the
right, title and interest of the Bank in the Collateral.

(b) Defend and protect the Collateral against all
adverse claims and demands, and promptly notify the Bank in
writing of any such claim or demand asserted against any of
the Collateral.

(c) Mark each locomotive forming part of he
Collateral appropriately to show the ownership of B-Four and
with its assigned reporting mark and number in accordance
with the rules and regulations of the American Association
of Railroads (A.A.R.), and B-Four will maintain and cause
the Collateral to be always to marked while this instrument
remains in effect and will not, during such period, cause or
allow the Collateral to be marked so as to indicate
ownership in any other party or to be remarked or renumbered
without the prior written consent of the Bank, nor will B-
Four allow any of the Collateral to be marked so as to
indicate a lien thereon allegedly held by any party other
than the Bank. The Bank may at any time and from time to
time require B-Four to mark some or all of the Collateral to
indicate the Bank's lien thereon hereunder.

(d) Maintain the Collateral or cause the same to
be maintained in good and proper working order and condition
throughout the period this instrument remains in effect, and



the Collateral shall not be used for any purpose other than
normal rail transportation of coal without the prior written
consent of the Bank.

(e) Permit the Bank and its agents to inspect the
Collateral and the books and records of B-Four regarding
same at any reasonable time, and from time to time, and will
at all times keep track of the location of each piece of the
Collateral and will promptly on request by the Bank furnish
same a statement setting forth the location and condition of
each locomotive forming part of the Collateral.

(E) Pay all taxes and other governmental
assessments, charges and impositions levied upon the
Collateral on or before the respective due dates therefor
and prior to the attachment to the Collateral of any
penalties or interest for late payment; provided, however,
that B-Four may contest the payment of any such items as set
forth in the Loan Agreements. The Bank shall have the right
to demand proof of the timely payment of all such taxes and
governmental charges and shall have the right, on the
failure of B-Four to so pay same, after notice to B-Four and
the failure of B-Four to pay same within fifteen (15) days,
to pay all such taxes and governmental charges itself on
behalf of B-Four and B-Four shall reimburse the Bank there-
for, together with interest on the amounts so paid by the
Bank accruing after the fifteen (15) day notice period at
the per annum rate of five and one-half percent (5-1/2%) in
excess of the then current "Prime Rate"), promptly upon
demand by the Bank. The term "Prime Rate", as used herein,
shall have the same meaning accorded said term in the Notes.

(g) Pay the Notes, and all installments of
principal and interest thereunder, and all other amounts
owed by B-Four, to the Bank hereunder and otherwise, in full
when, as and how due.

(h) Pay and reimburse the Bank for the reasonable
expenses, including reasonable attorneys' fees, incurred in
the preparation of this Mortgage and Security Agreement and
other documents pertaining to this transaction, and for the
reasonable cost of all recording and filing deemed necessary
by Bank to perfect its lien on the Collateral.

(i) Promptly notify the Bank in writing in the
event any of the locomotives forming the Collateral are
substantially damaged or destroyed as a result of any
accident, calamity or other occurrence, and will assign and
pay directly to the Bank any compensation as a result of
such damage or destruction of the Collateral received under



the American Association of Railroads Mechanical Interchange
Rules, under any insurance policy or otherwise, and B-Four
authorizes the Bank to act as B-Four's irrevocable attorney-
in-fact to apply any such compensation or proceeds to the
replacement of the damaged or destroyed Collateral, pursuant
to procedures satisfactory to the Bank, unless an Event of
Default has occurred hereunder, in which event the same may,
at the sole option of the Bank, be applied to the
indebtedness secured hereby in such order as the Bank may
elect in its sole and absolute discretion.

5. B-Four hereby covenants and agrees with the Bank
that B-Four will not:

(a) Permit any other chattel mortgages, security
interests, liens or other encumbrances to attach to any of
the Collateral other than those permitted by the Loan
Agreements;

(b) Permit any of the Collateral to be seized,
attached or levied upon under any legal process, except as
otherwise permitted by the Loan Agreements;

(c) Sell, contract to sell, exchange, transfer or
otherwise dispose of any of the Collateral, without the
prior written consent of the Bank.

(d) Permit or suffer anything to be done,
excluding normal use of the Collateral, that may in any way
impair the value of any of the Collateral or the security
intended to be afforded by this Mortgage and Security
Agreement.

(e) Use, permit the use of, or lease for use any
of the collateral predominately outside the United States of
America within the meaning of §48(a) of the Internal Revenue
Code of 1954 (the "Code"™), as amended to the date of this
Mortgage and Security Agreement, or permit the use of the
Collateral by any person in whose hands the Collateral would
not qualify as "§38 property" within the meaning of said
Code.

6. B-Four will at all times maintain or cause to be
maintained property and casualty insurance in respect of the
Collateral in at least the amounts and against the risks as
prudent railroad companies customarily insure similar equipment
owned by them; provided, however, that the amount of such coverage
shall not, at any time, be less than Thirty Thousand Dollars
($30,000.00) for each of the locomotives referenced in Section 1
hereof (with a deductible or retained liability of the insured of



not greater than Six Thousand Dollars ($6,000.00)). The
Bank shall be named as loss payee or an additional insured
under all such insurance policies and the proceeds of such
insurance shall be payable to the Bank and B-Four as their
respective interests may appear.

B-Four will at all times carry and maintain or cause to
be carried and maintained public liability insurance, naming
the Bank as an additional named insured, in at least the
amounts and against the risks as prudent railroad companies
customarily insure similar equipment owned by them;
provided, however, that the amount of such coverage shall
not, at any time, be less than One Million Dollars
($1,000,000.00) (with a deductible or retained liability of
the insured of not greater than One Hundred Thousand Dollars
($100,000.00)) per occurrence. Any policy of insurance
carried in accordance with this §6 shall not provide for any
payment of premiums or commissions by the Bank.

B-Four shall obtain from each insurer issuing a policy
in satisfaction of the terms of the two paragraphs
immediately above an agreement, by endorsement or separate
instrument, that such insurer will give the Bank at least
thirty (30) days written notice prior to the effectiveness
of any modification or cancellation of the policy issued by
such insurer. On the execution hereof, B-Four shall deliver
to the Bank a binder, policy or certificate of insurance by
or on behalf of each insurer stating the coverage, named
insureds and limits of each such policy which policies
together satisfy the provisions of this §6, and B-Four shall
at least thirty (30) days prior to the expiration of each
such policy present to the Bank satisfactory evidence of the
renewal, extension or replacement thereof.

7. B-Four shall not, while the Notes remain outstand-
ing and this Mortgage and Security Agreement remains in
effect, dissolve, wind up its affairs, liquidate in whole or
in part, or sell substantially all of its assets, nor merge,
consolidate or pool its assets with any corporation,
partnership, joint venture or any other person or business
entity.

8. (a) Each of the following shall constitute and be
deemed an "Event of Default" hereunder"

(i) Any maker shall fail to pay in full any
installment of principal and/or interest, or any other
amount, due under any of the Notes at the time and in the
manner due under the terms of the Notes and shall further
fail to cure such default within ten (10) days of written
notice thereof from the Bank;



demand made therefor by the Secured Party, and if not so
paid the same shall be deemed to constitute an Event of
Default hereunder.

8. Sale of Collateral. 1In addition to the
requirement set forth in Section 5(a) (iii) hereof that the
Debtor must obtain the prior written consent of the Secured
Party prior to any sale, transfer or other disposition of
the Collateral or any part thereof, the Debtor further
agrees that it will not sell any of the Collateral for a
purchase price (both gross and net) which the Secured Party
has not consented to in advance in writing. Further, the
Debtor hereby agrees that one hundred percent (100%) of the
"Net Sales Proceeds", as hereinafter defined, from the sale
of any of the Collateral shall be paid to the Secured Party,
immediately upon receipt thereof by the Debtor, to be
applied by the Secured Party to the Secured Obligations in
such order as the Secured Party may elect in its sole and
absolute discretion. Secured Party will not release its
security interest in any Collateral sold unless the Debtor
has paid over to Secured Party, for application to the
Secured Obligations as provided above, the Net Sales
Proceeds received by the Debtor from the sale of such
Collateral. Debtor shall cause all of the Net Sales
Proceeds from any such sale to be paid jointly to the Debtor
and the Secured Party, and if any of the Net Sales Proceeds
are in the form of a promissory note, check, draft or other
document or instrument made payable to the Debtor, the
Debtor shall deliver the same to the Secured Party as
required above, appropriately endorsed to the Secured
Party's order, and the Debtor hereby authorizes the Secured
Party to endorse the same in the Debtor's name and on the
Debtor's behalf as the Debtor's irrevocable attorney-in-
fact. For purposes of this Security Agreement, Net Sales
Proceeds means the entire proceeds received from the sale of
any of the Collateral less all commissions and other
expenses of sale charged to, and actually incurred by, the
Debtor.

9. Events of Default. Each of the following shall
constitute an Event of Default hereunder:

(a) The failure of Charolais or Betty J. Bowles,
as applicable, to pay the principal of and/or accrued
interest on any of the Notes when due or within any
applicable grace period;

(b) If the Debtor fails in any manner to keep and
perform any of the covenants, stipulations and agreements to
be performed by the Debtor pursuant to this Security



